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Highlights of 1972 


Net sales. 

Earnings before taxes 

Net earnings. 

Stockholders' equity—end of year 
Average shares outstanding . 

Per common share: 

Net earnings. 

Dividends paid .... 
Stockholders' equity . 

Number of stockholders . 

Number of employees 


1972 

$ 121 , 686,000 

7,990,000 

4,121,000 

45,552,000 

2,130,707 

$ 1.79 
.80 
18.57 

4,200 

2,600 


1971 

$79,276,000 

3,795,000 

2,252,000 

43,399,000 

2,115,724 

$ 1.04 
.80 
17.68 

4,500 

2,800 


Cover: The colorful photographic 
blending of machinery into laboratory 
equipment dramatizes the growing 
dominance of specialty chemicals in 
Crompton & Knowles' future. 


To Our Stockholders: 

Earnings for 1972 were the highest since our 
diversification program began twenty years ago. 
Sales surpassed $100 million for the first time in 
our history. These were the high points of a year 
in which significant progress was made toward 
reshaping Crompton & Knowles. 

Earnings were $1.79 a share for 1972 compared 
with $1.04 last year. This 72% improvement was 
accomplished despite a much higher effective rate 
for federal income taxes and a full year's dividends 
on the preferred stock which was issued Novem¬ 
ber 1, 1971. Earnings from specialty chemicals 
were substantially greater in 1972, and ma¬ 
chinery operations showed improvement over a 
depressed 1971. 

Sales of $121,686,000 were 53% better than the 
total for 1971. Specialty chemicals sales were 
$63,478,000, 52% of total volume compared with 
37 % last year. A full year's operations of Intracolor 
Corporation, acquired November 1, 1971, con¬ 
tributed to increased specialty chemicals sales 
and earnings, but other specialty chemicals lines 
also recorded advances. 
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Mr. Graziano 


Better business conditions for our machinery 
customers led to substantially better sales of re¬ 
pair parts in 1972. Domestic capital goods markets 
were more hesitant, however, with the result that 
sales of new machinery were only somewhat better 
than 1971. Consequently, machinery lines showed 
a small profit for the year compared with the slight 
loss sustained last year. Sales of machinery, re¬ 
pair parts and automotive components totaled 
$58,208,000 or 48% of volume compared with 
$50,189,000 or 63 % of the total in 1971. 

Flood losses at our Gibraltar, Pennsylvania dye 
plant reduced earnings 11 cents a share. Additional 
expenses were incurred for consolidation of ma¬ 
chinery facilities, but savings realized from past 
combinations exceeded such amounts by a wide 
margin. 

The year 1972 saw significant progress toward 
creating a stronger and more stable earnings base 
for Crompton & Knowles. Concrete steps included 
additional investment in specialty chemicals, re¬ 
newed emphasis of machinery repair parts, better 
management of machinery assets and market 
directed product development programs. 

In achieving record sales and earnings on specialty 
chemicals progress was made toward strength¬ 
ening all units of our Chemicals Group. The Intra¬ 
color and Althouse dye businesses were success¬ 
fully merged into the new Crompton & Knowles 
Dyes and Chemicals Division. Since July 1 it has 
operated as a unified organization, offering cus¬ 
tomers a wide range of products of two recog¬ 
nized lines and the superior customer services of 
both divisions. Our European chemicals businesses 
achieved higher sales and materially better earn¬ 
ings while continuing to invest for future growth. 
Our plastics colorant unit experienced record sales 
and operating results. 

Sales of machinery repair parts totaled $18 mil¬ 
lion, up 15% from the 1971 level. Excellent and 
dependable repair parts service is a major part 
of our program to strengthen machinery lines. 

Another major part of our program is better man¬ 
agement of machinery assets. A significant step 
was the sale of the North Adams nonwoven ma¬ 
chinery business, effective January 1973. This 
operation was profitable throughout the 1960's, 
but it sustained small losses with a severe decline 
the past two years in sales of papermakers' felt 
machinery. Although this market is expected to 
recover somewhat, the long term outlook sug¬ 
gested the business could not be expected to 
meet our minimum objectives for growth. 
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MAJOR PRODUCTS AS PERCENT OF TOTAL SALES 



□ PLASTICS AND PACKAGING MACHINERY. AUTOMOTIVE AND OTHER PRODUCTS 
■ TEXTILE MACHINERY g CHEMICALS 


Other steps taken in 1972 to improve management 
of machinery assets included the transfer of 
plastics machinery components production from 
Saginaw, Michigan to Pawcatuck, Connecticut, 
and the sale of Southern Mill Supply Company, a 
used textile machinery business. 

Product development expenditures were slightly 
less than $2 million, up somewhat from the 1971 
total. In addition to developing new products 
from our own expenditures, we have available to 
us the rights to new dyes and chemicals developed 
in the extensive research facilities of Ciba-Geigy 
Limited. This contract is related to the acquisition 
of Intracolor. 

Major product development programs were direct¬ 
ed toward reinforcing our strong market position 
as a supplier of dyes for nylon and increasing our 
sales of dyes for polyester fibers. Machinery 
projects concentrated on improvements to wire 
insulating systems, refinements to shrink wrap 
packaging equipment and development of new 
methods of producing woven fabrics. A new weav¬ 
ing machine is scheduled to be shown to customers 
at the American Textile Machinery Exhibition 
in October. 

Foreign sales of $20 million, also the highest in 
our history, were divided equally between spe¬ 
cialty chemicals and machinery. Contributing to 


a gain of almost 30% over 1971 were sizable 
increases in sales of Althouse-Tertre, S.A., our 
Belgian dye business, and Hobbs-Williams Ma¬ 
chinery Limited, our Canadian plastics equipment 
manufacturer. Export sales were somewhat higher. 

The Corporation's financial position at December 
31, 1972 was significantly stronger than a year 
ago. Our year-end balance sheet showed improve¬ 
ment in working capital and stockholders' equity. 
Short-term debt was reduced by $2.4 million and 
long-term debt was almost $1 million lower. With 
the funds received from the sale of the North 
Adams business we plan to redeem a part of the 
preferred stock issued for the acquisition of 
Intracolor. 

Further progress toward a stronger, more stable 
earnings base, continuing excellent specialty 
chemicals business, and an improving machinery 
backlog are reasons for anticipating even better 
results in 1973. 
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Specialty Chemicals 

Sa/es $63,478,000 

Dyes and auxiliary chemicals for textiles of synthetic and natural 
fibers, paper products and leather applications 

Flavors and colors for soft drinks, liqueurs, candies, meats, bakery and dairy 
products and pharmaceuticals; fragrances for perfumes and cosmetics 

Colors for plastics products 

Organic chemicals for dyes, agricultural and industrial uses 

Major facilities located in Georgia, New Jersey, North Carolina, Pennsylvania, 
Belgium and the Netherlands 


Specialty chemicals operating results continued to set records in 1972. Sales 
were over double those of 1971 and for the first time were more than half of 
Crompton & Knowles' total sales. 

Net earnings were $4,043,000, almost doubling those of the prior year for the 
second consecutive time. This strong performance included a full year's results of 
the Intracolor specialty dyes and chemicals business acquired November 1, 1971 
and the improved earnings of all of the Corporation's other specialty chemicals 
businesses. 

Textile Dyes and Chemicals 

A good year in the U.S. textile industry and a growing acceptance of Crompton 
& Knowles' specialty dyes in Europe were the basis for higher sales of textile dyes 
and chemicals in 1972. 

Althouse Tertre, S.A., Crompton & Knowles' Belgian dye business, increased its 
sales to the European textile industry by almost one-third. Sales of U.S. developed 
specialty dyes were over twice those of the preceding year. Althouse Tertre's 
new dye manufacturing plant, which was placed into production in 1971, 
operated at capacity throughout most of the year. 

In the U.S. sales of dyes for synthetic fibers reached higher levels with shipments 
of dyes for nylons and polyesters accounting for most of the increase. Sales to 
manufacturers of knitted apparel fabrics and automotive and residential carpeting 
were particularly good. 

The year 1972 was a year of integration for Crompton & Knowles' dyes and 
chemicals business. Intracolor Corporation and Althouse Chemical Company, 
owned since 1954, were merged into one organization on July 1. 

Crompton & Knowles' Dyes and Chemicals Division is one of the major U.S. 
suppliers of dyes and auxiliaries for the textile industry. Althouse has long had 
an outstanding reputation as a manufacturer of specialty dyes for synthetic 
fibers, particularly for nylons. Intracolor, formerly the Ciba Chemical & Dye 
Company, for many years has been a leading supplier of a wide range of colors 
for all types of natural and synthetic fibers and a large number of special dyeing 
auxiliaries and optical brightening agents. In general, products of both 
businesses are being marketed under the trade names already familiar to the 
textile industry. 

The new market oriented organization places strong emphasis on customer 
service. A skilled technical staff in seven laboratories throughout the U.S. 


Crompton & Knowles dyes bring color and life to carpets, 
draperies, upholstery, clothing and other fabrics. 
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solve customer problems ranging from matching colors desired for new fashion 
trends to improving results in textile mills by adjusting variables in dyeing or 
other finishing processes. A marketing force of experienced salesmen assists textile 
producers in using the complete range of products and services. 

The U.S. dye manufacturing plants in Reading and Gibraltar, Pennsylvania 
operated at capacity throughout 1972. The third major expansion of the 
productive capacity of the Gibraltar plant is scheduled for 1973. 

Crompton & Knowles' research developed several outstanding new products 
during the year. The successful Multinyl line for differential dyeing of nylon 
carpeting was broadened by the addition of several new colors. Additional disperse 
dyes were developed for the rapidly growing polyester fibers market. 

Plans were completed for the expansion of the research laboratory in Gibraltar, 
Pennsylvania. Construction is scheduled to begin during the first half of 1973. 

The research staff was expanded during 1972 and many additional chemists will 
be employed this year to maintain Crompton & Knowles' leadership in the industry. 

Waste disposal at the Reading and Gibraltar plants conforms with current 
pollution control standards, but further modifications are planned in 1973 to 
comply with the more stringent requirements expected. 


Food, Drug and Cosmetic Materials 

Sales of flavors and food colors were higher despite the influence of a cool 
summer in Europe and continued Food and Drug Administration concern with a 
primary U.S. food color. 

Crompton & Knowles' flavor business in Europe strengthened its marketing 
organization with particular emphasis on additional sales coverage outside of 
Belgium and the Netherlands. An enlarged technical staff developed a number of 
new flavors. 


Industrial Dyes and Chemicals 

Orlex Dyes & Chemicals Corporation, Crompton & Knowles' chemical marketing 
subsidiary, contributed higher sales and earnings for the fourth consecutive year. 
This record was achieved despite the adverse effects of the import surcharge 
and the revaluation of European and Japanese currencies in 1971. During 1972 
Orlex expanded its sales to manufacturers of dyes, agricultural chemicals, 
pharmaceuticals and photographic products. 

Sales of industrial dyes and chemicals declined somewhat in 1972 due to a 
shortage of hides in the leather industry and lower production of colored stock in 
the paper industry. A new Industrial Products Division was organized July 1 to 
place greater emphasis on services for the paper, leather, ink and detergent 
industries. 


Plastics Colors 

Earnings of the plastics color operation were excellent on higher sales. This 
outstanding performance is the result of a full year's operation of new equipment 
installed in 1971 and a redirected marketing effort. New emphasis was placed on 
specialty compounds which add color and other properties to plastics products. 


Crompton & Knowles flavors and food colors add taste 
and eye appeal to many of the things we eat and drink. 
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Machinery and Components 

Sa/es $58,208,000 

Textile machinery for apparel fabrics, home furnishings and industrial textiles 

Wire and plastics extrusion systems for insulated wire and cable, plastic 
and rubber products 

Packaging machinery for foods, pharmaceuticals, cosmetics, paper and 
industrial products 

Automotive components for light trucks 

Major facilities located in Connecticut, Illinois, Massachusetts, North and South 
Carolina, Rhode Island and Ontario 


Crompton & Knowles' machinery operations experienced another year of weakness 
in domestic capital goods markets with consequent pressure on earnings caused 
by price competition, material cost increases and short lead times. Higher sales 
of machinery repair parts and automotive components and continued reduction of 
controllable costs, however, contributed to a better performance in 1972. 

Machinery divisions entered 1972 with an improved order backlog and the 
successful conclusion of a year-long strike at the largest plastics machinery plant. 
These favorable factors produced substantially better earnings in the first half 
of the year as compared with the same period a year ago. Order levels, 
particularly in weaving and wire insulating machinery, declined toward the 
middle of 1972, and the profitability of the first six months could not be 
sustained into the last half of the year. Relocation costs and inventory 
adjustments also detracted from a better performance in the second six months. 

Improving backlog position since September brought about a better operating 
performance toward the last of the year which has continued into 1973. 


Products and Markets 

Machinery product and market development was directed again toward new 
systems to serve growth markets and to increase productivity of mature 
manufacturing processes. More emphasis was placed on the application of new 
energy forms. 

Experience gained from the use of ultrasonics in Crompton & Knowles' 

Pinsonic thermal bonding process led to development of new methods of 
making home furnishing fabrics. Pinsonic machines, which produce quilt-like 
fabrics at rates fifteen times faster than conventional equipment, were marketed 
commercially in 1972. Several units installed in customers' plants are producing 
bedspreads, bed pads and housecoat fabrics. 

Sales of textile finishing equipment increased in 1972. A number of pressure 
dyeing units were delivered to manufacturers of textured polyester fabrics. Research 
was begun to develop new methods of dyeing and finishing fabrics. Crompton 
& Knowles' experience in both textile dyes and machinery places it in excellent 
position to improve this phase of fabric manufacture. 

Domestic weaving plants operated near capacity in late 1972 for the first time in 
many years. One contributing factor was the rapid growth of woven textured 
stretch fabrics as a functional and economic alternative to doubleknits. Much of 


Crompton & Knowles machinery creates apparel fabrics 
and home furnishing materials. 
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this fabric is woven on Crompton & Knowles' looms but requirements for wider 
fabrics and faster speeds have created a strong demand for improved weaving 
machines. Crompton & Knowles' research to develop new methods of weaving 
a broad range of stretch and plain fabrics has progressed sufficiently to schedule 
new models to be shown at the American Textile Machinery Exhibition in 
October of this year. 

The market for warp knit fabrics was depressed throughout 1972 because of the 
over-expansion of doubleknit production. Consequently, sales of warp knitting 
machinery were lower, but Crompton & Knowles' Weft/Loc knitting machines 
were shipped to customers throughout the world. Weft/Loc was developed to 
produce fabrics of greater dimensional stability than ordinary warp knits. 

A new family of weaving machines to serve the important narrow fabric market 
was introduced in 1972. These advanced machines, using the filling insertion 
principle of Crompton & Knowles' highly successful needle loom series, are 
quieter, faster and more efficient. 

Extruded plastic shapes gained wide market acceptance in 1972 as a replacement 
for wood molding in the construction trades. Crompton & Knowles' Foamaster 
system, introduced early in the year to serve this rapidly growing market, was 
installed by many of the leading producers in the industry. Orders for plastic sheet, 
film and synthetic fiber systems were also significantly better during the year. 

Wire and cable manufacturers emerged from a recession late in 1972 and began 
placing orders for new machinery. Demand for communications cable equipment 
was particularly strong. Product development emphasized refinements necessary 
to produce this cable to the industry's increasingly precise specifications. 

Other wire insulating systems were upgraded for better performance and lower 
cost. 

Packaging machinery shipments in 1972 rose from the 1971 level. The number of 
products packaged in shrink film continued to increase rapidly. Crompton 
& Knowles' shrink wrap machines were refined for improved efficiency and 
adaptability to a larger number of products. An important new development 
was the introduction of the modular multi-packer which permits candy and 
chewing gum manufacturers to change product sizes and shapes at lower cost. 

Shipments of automotive components were the highest of any year since 
Crompton & Knowles entered this field. During the year important progress 
was made to market the Company's components manufacturing capability to other 
automotive and farm equipment producers. The outlook for continued growth of 
this important source of earnings is favorable. 


Assets Management 

The sale of the North Adams, Massachusetts nonwoven equipment business, 
effective January 1, 1973, was a significant step toward improving Crompton 
& Knowles return on investment in machinery assets. A severe decline in sales of 
papermakers felt equipment the past two years had resulted in small losses. 
Although recovery is expected, the long-term outlook did not meet minimum 
standards for earnings growth. Sale of the business and selected assets at book 
value to a responsible buyer makes it possible to employ funds invested in the 
business more productively and continue to assure opportunity for North Adams 
employees. 


Crompton & Knowles machinery packages foods, 
cosmetics, pharmaceuticals and other familiar things. 
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Earlier in the year Southern Mill Supply Company, a marginally profitable used 
textile machinery business, was sold for approximately book value. Proceeds of 
the sale were used to improve the Corporation's working capital position. 
Plastics machinery component production in Saginaw, Michigan was transferred 
to the larger plant in Pawcatuck, Connecticut near the end of the year. The 
Saginaw plant is being offered for sale. 


International 

Hobbs-Williams Machinery Limited, Crompton & Knowles' Canadian plastics 
machinery business, contributed importantly to machinery earnings on sales 
which were more than double 1971. Current plans call for its merger with 
Crompton & Knowles of Canada Limited, the Corporation's Canadian marketing 
subsidiary, to form the base for expansion of sales of all Crompton & Knowles 
products in Canada, both by local manufacture and export from the U.S. 

Nihon Davis-Standard Limited, the Corporation's Far Eastern machinery joint 
venture, received a number of orders for the new high speed dual reel takeup 
which it developed for the Japanese communications wire industry in 1971. 
Nihon Davis-Standard's experience with this project is being used in the 
development of a similar unit for the U.S. market. 


Crompton & Knowles machinery insulates wire and cable 
and extrudes plastic shapes for appliances, cars, homes 
and other consumer products. 











Financial Review 


Sales 

Sales of specialty chemicals in 1972 were more than one-half of total volume 
for the first time in Crompton & Knowles' history. Sales in 1972 by major 
product classes compared with 1971: 


Specialty chemicals .... 
Machinery and other products: 
Textile machinery .... 
Plastics and packaging machinery 
Automotive and other products 
Total sales. 


December 31, 


1972 

$ 63,478,000 

31,231,000 
19,913,000 
7,064,000 
$ 121 , 686,000 


1971 

$29,087,000 

27,322,000 

16,905,000 

5,962,000 

$79,276,000 


The chart on page 3 shows five years' growth of specialty chemicals volume to 
the present level of 52% of total sales. Textile machinery sales were 26% of 
total sales, the smallest percentage in the history of the Corporation. 

Sales of consumable products in 1972 reached a new high, reinforcing the 
Corporation's independence from fluctuating capital goods cycles: 


December 31, 


1972 


1971 


Amount 

%of 

total 

Amount 

%of 

total 


Sales of consumable products: 
Specialty chemicals 
Machinery repair parts and 
automotive components 
Total. 

$ 63,478,000 

25,216,000 
88,694,000 

73% 

$29,087,000 

21,689,000 

50,776,000 

64% 

Sales of capital goods: 

Textile, plastics and 
packaging machinery 

32,992,000 

27% 

28,500,000 

36% 

Total sales 

$121,686,000 

100% 

$79,276,000 

100% 


Export and foreign sales were $20,124,000 in 1972, 17% of total sales. 
Comparable figures in 1971 were $15,457,000 and 19%. 
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NET EARNINGS (thousands of dollars) 



Earnings 

Net earnings from specialty chemicals operations were $4,043,000 in 1972, up 
73% from the 1971 total of $2,336,000. Machinery operations in 1972 earned 
$77,000 compared with 1971's loss of $84,000. 

Balance Sheet 

Working capital rose to $38,913,000 at December 31, 1972, and the working 
capital ratio increased to 3.8 from 3.1 at December 31, 1971. Stockholders' 
equity increased to $45,552,000 at December 31, 1972 from $43,399,000 at the 
end of the preceding year. 

Long-term capital employed at December 31, 1972 was $67,188,000 consisting 
of 68% stockholders' equity and 32% long-term debt. 

Dividends 

Cash dividends were paid quarterly on common stock at an annual rate of 
80 cents a share. Cash dividends have been paid annually for over sixty years 
except 1932 and on a regular quarterly basis since 1958. 

Backlog 

Backlog of customers' orders for new machinery and truck components at 
December 31, 1972 totaled $18.3 million compared with $19.9 million at the 
end of last year, both figures restated to exclude backlog of the North Adams 
operation sold January 1, 1973. Although lower than last year, current backlog 
is much improved from last September's $14.3 million, the most depressed 
level of the last several years. 

Orders for specialty chemicals and machinery repair parts are filled from 
inventory and are excluded from backlog. 
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Consolidated Earnings and Retained Earnings 

Year ended December 31, 1972 with comparative figures for 1971 


1972 

Revenue Net sales. $121,686,000 

Royalties, commissions and other income. 1,453,000 

Total revenue. 123,139,000 


Cost and Expenses Cost of products sold. 87,976,000 

Selling, general and administrative. 22,409,000 

Depreciation and amortization. 1,814,000 

Interest. 1,894,000 

Other. 1,056,000 

Total costs and expenses. 115,149,000 

Earnings before taxes. 7,990,000 

United States, foreign and state income taxes (note 6) . . 3,869,000 

Net earnings. 4,121,000 


Retained Earnings Retained earnings at beginning of year. 27,405,000 

Deduct cash dividends: 

Preferred stock $5.25 per share 

(1971—$.88 per share) . 314,000 

Common stock $.80 per share. 1,705,000 

Retained earnings at end of year. $ 29,507,000 


Per Share Net earnings per common share. $ 1.79 

See accompanying notes to consolidated financial statements. 

CROMPTON 8. KNOWLES CORPORATION AND SUBSIDIARIES 


1971 

$79,276,000 
1,888,000 
81,164,000 

57,723,000 
15,715,000 
1,790,000 
1,358,000 
783,000 
77,369,000 
3,795,000 
1,543,000 
2,252,000 

26,898,000 

52,000 

1,693,000 

$27,405,000 


$ 1.04 
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Consolidated Balance Sheet 

December 31, 1972 with comparative figures for 1971 


Assets 

Current Assets 


Investment 


Plant and 
Equipment 

Intangible and 
Other Assets 


1972 

Cash. $ 2,272,000 

Notes and accounts receivable, less allowance for 
doubtful items $549,000 (1971 —$522,000) .... 19,747,000 

Inventories (note 2). 30,347,000 

Prepaid expenses. 670,000 

Total current assets. 53,036,000 

Investment in non-consolidated subsidiaries, 
at equity in net assets. 989,000 

Property, plant and equipment at cost, less 


accumulated depreciation and amortization (note 3) . . 17,963,000 

Intangible assets at cost less amortization (note 4) 10,510,000 

Other assets. 981,000 

$83,479,000 


Liabilities and Stockholders' Equity 

Current Liabilities Installments on long-term debt (note 5) . 

Notes payable. 

Accounts payable and accrued expenses 
United States, foreign and state income taxes 
Total current liabilities. 


Non-current 

Liabilities 


Long-term debt (note 5) 
Deferred income taxes (note 6) 
Minority interest .... 

Other . 

Total non-current liabilities 


Stockholders' 

Equity 


Capital stock (note 8): 
Cumulative preferred stock 
Common stock 
Retained earnings (note 5) 
Total stockholders' equity 


$ 920,000 

1,188,000 
10,494,000 
1,521,000 
14,123,000 

21,636,000 

1,509,000 

310,000 

349,000 

23,804,000 


5,967,000 

10,078,000 

29,507,000 

45,552,000 

$83,479,000 


See accompanying notes to consolidated financial statements. 
CROMPTON & KNOWLES CORPORATION AND SUBSIDIARIES 


1971 

(Restated—note 4) 

$ 3,019,000 

18,344,000 

31,586,000 

751,000 

53,700,000 


835,000 

19,181,000 

11,047,000 

799,000 

$85,562,000 


$ 796,000 

3,565,000 
12,060,000 
792,000 
17,213,000 

22,552,000 
1,672,000 
253,000 
473,000 
24,950,000 


6,000,000 

9,994,000 

27,405,000 

43,399,000 

$85,562,000 
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Consolidated Changes in Financial Position 

Year ended December 31, 1972 with comparative figures for 1971 


Funds Were 
Provided by 


Funds Were 
Used for 


Changes in 
Working Capital 



1972 

1971 


(Restated—note 4) 

Net earnings . 

$ 4 , 121,000 

$ 2,252,000 

Charges to earnings, principally depreciation and 



amortization, not requiring funds . 

2 , 170,000 

2,035,000 

Funds derived from operations . 

6 , 291,000 

4,287,000 

Long-term debt increase $14,000,000 and issuance of 



60,000 shares of preferred stock valued at $6,000,000 



relating to the acquisition of Intracolor Corporation 

— 

20,000,000 

Sales of 35,833 shares of stock under stock option plan . 

581,000 

— 

Decrease in non-current notes receivable .... 

— 

1,007,000 

Disposition of plant and equipment, less 



accumulated depreciation. 

385,000 

800,000 

Other. 

28,000 

177,000 


$ 7 , 285,000 

$26,271,000 

Cash dividends paid to stockholders. 

$ 2 , 019,000 

$ 1,745,000 

Purchase of machinery, equipment and other 



productive facilities. 

1 , 006,000 

1,767,000 

Non-current and intangible assets from acquisitions of 



Intracolor Corporation and Hobbs Manufacturing 



Company . 

— 

9,359,000 

Reduction of long-term debt . 

916,000 

416,000 

Increase in investments in non-consolidated subsidiaries 

153,000 

231,000 

Purchase of 20,000 shares of treasury stock .... 

498,000 

— 

Increase in non-current notes receivable . 

267,000 

— 

Increase in working capital: 



From acquisition of Intracolor Corporation and 



Hobbs Manufacturing Company . 

— 

10,686,000 

From operations . 

2 , 426,000 

2,067,000 


$ 7 , 285,000 

$26,271,000 

Increase (decrease) in current assets: 



Cash . 

$( 747 , 000 ) 

$ 1,109,000 

Notes and accounts receivable . 

1 , 402,000 

2,666,000 

Inventories . 

( 1 . 238 , 000 ) 

11,091,000 

Prepaid expenses . 

( 81 , 000 ) 

(239,000) 


( 664 , 000 ) 

14,627,000 

Increase (decrease) in current liabilities: 



Installments on long-term debt . 

124,000 

314,000 

Notes payable . 

( 2 , 377 , 000 ) 

(2,000) 

Accounts payable and accrued expenses .... 

( 1 , 566 , 000 ) 

1,447,000 

United States, foreign and state income taxes . 

729,000 

115,000 


( 3 , 090 , 000 ) 

1,874,000 

Increase in working capital. 

$ 2 , 426,000 

$12,753,000 


See accompanying notes to consolidated financial statements. 
CROMPTON & KNOWLES CORPORATION AND SUBSIDIARIES 
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Notes to Consolidated Financial Statements 


(1) Accounting Policies 

Principles of Consolidation 

The consolidated financial statements include the accounts of all subsidiaries, except three wholly owned 
subsidiaries which, in the aggregate, are not significant. The investments in the non-consolidated sub¬ 
sidiaries and a 45% owned company are carried at the Company's equity in their net assets, and the 
net earnings are included in other income. All significant intercompany items and transactions have been 
eliminated in consolidation and net earnings have been reduced by the portion of earnings applicable to 
minority share owners. 

Translation of Foreign Currencies 

All foreign currency accounts are translated into U.S. dollars at exchange rates in effect at each year end 
for current assets and liabilities; at historical exchange rates for depreciation, amortization, and non- 
current assets and liabilities; and at average exchange rates during the year for income and expense. 
Gains and losses are normally charged or credited to operations as incurred. 

Property, Plant and Equipment 

Property, plant and equipment are carried at cost except for patterns, drawings, jigs, fixtures and small 
tools at weaving and knitting machinery operations which are carried at 1932 appraisal values on which 
no depreciation is taken. Expenditures for replacement of these items are charged to operations as incurred. 
Depreciation of property, plant and equipment is computed generally on the straight-line method at 
rates which are sufficient to write off the cost of the assets over their estimated useful lives. Rates used 
are: building and building improvements, 2%-20%; furniture and fixtures and miscellaneous equipment, 
4%-33!4 %; machinery and equipment, 3%-20%. Major machinery rebuilding costs are capitalized while 
maintenance and repairs which do not improve or extend the lives of the respective assets are expensed. 
When properties are retired or otherwise disposed of, the cost of the assets and the related accumulated de¬ 
preciation are removed from the accounts. The resultant gain or loss, less salvage, is reflected in earnings. 

Inventory Valuation 

Inventories are valued at the lower of first-in, first-out cost or market. 

Amortization of Intangible Assets 

Amortization of identifiable intangible assets is computed on the straight-line method at rates which are 
sufficient to write off the cost over their estimated useful lives. Rates used for contracts, formulae, trade¬ 
marks, etc. are 6%-20% and for patents and patent rights, 6%-13%. The costs of acquisitions in excess 
of tangible and identifiable intangible assets acquired which originated prior to 1971, aggregating 
$5,016,000, are not being amortized as in the opinion of management no permanent loss in value has 
occurred. Such costs arising subsequent to 1970, aggregating $1,337,000 are being amortized by the 
straight-line method over a period of forty years. 

Income Taxes 

Certain income and expense items are recorded on one basis for financial accounting purposes and on 
another basis for income tax purposes. Deferred taxes are provided in the financial statements to com¬ 
pensate for significant timing differences, principally depreciation and reserves for obsolescence and for 
warranties. 

The Company follows the deferred method of recording the investment tax credit whereby its effect on 
net earnings is amortized over the useful lives of the related property, plant and equipment. The balance 
at December 31, 1972, $370,000 ($351,000 in 1971) is included in deferred Federal income taxes. No 
significant United States taxes would be payable on the distribution of earnings of foreign subsidiaries. 

Pensions 

Pension costs are accounted for and funded in accordance with generally accepted actuarial methods 
which provide for the payment of current service costs plus the amortization of past service costs over 
periods not exceeding thirty years. 

Research and Development 

Expenditures for research and development costs are charged to operations as incurred. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


Earnings Per Share 

The computation of earnings per common share is based on the weighted average number of shares out¬ 
standing each year after deducting from net earnings the preferred dividend requirements. The earnings 
per share calculation does not reflect shares reserved for stock options since the effect of such inclusion 
would not be material. 

On November 1,1971, the Company purchased all of the outstanding common stock of Intracolor Corpo¬ 
ration. The following pro forma summary combines the consolidated statement of earnings of the Company 
with the statement of earnings of Intracolor Corporation as if the Company had owned Intracolor Corpo¬ 
ration during all of 1971. 


Net sales.$109,503,000 

Net earnings. 3,528,000 

Net earnings per common share after preferred stock dividend requirement of $315,000 . $1.52 


(2) Inventories 

Finished goods and manufactured parts . 

Work in process. 

Raw materials and supplies . 


1972 

$22,135,000 

4,168,000 

4,044,000 

$30,347,000 


1971 

$21,184,000 

5,474,000 

4,928,000 

$31,586,000 


(3) Property, Plant and Equipment 


Land. 

Building and building improvements 

Machinery and equipment. 

Machinery leased to customers. 

Furniture and fixtures and miscellaneous equipment 
Patterns, drawings, jigs, fixtures and small tools . 
Construction in progress. 

Less accumulated depreciation and amortization 


1972 

$ 959,000 

10,795,000 
19,922,000 
564,000 
2,505,000 
1,286,000 
344,000 
36,375,000 
18,412,000 
$17,963,000 


1971 

(Restated—note 4) 
~$ 1,101,000 

10,623,000 
19,910,000 
573,000 
2,548,000 
1,286,000 
66,000 
36,107,000 
16,926,000 
$19,181,000 


(4) Intangible Assets 


Contracts, formulae, 
trademarks, etc. 

Patents and patent rights 
Cost of acquisitions in excess 
of tangible and identifiable 
intangible assets acquired . 


1972 


Asset 


$ 4,259,000 
1,344,000 


6,353,000 

$11,956,000 


Accumulated 

amortization 

$ 508,000 
856,000 


82,000 

$1,446,000 


1971 (Restated) 


Asset 


$ 4,259,000 
1,317,000 


6,327,000 

$11,903,000 


Accumulated 

amortization 

$ 60,000 
746,000 

50,000 

$856,000 


Based upon an appraisal in 1972 of the assets of Intracolor Corporation purchased in 1971, $4,750,000 
of an amount of $6,083,000 included in the 1971 balance sheet as originally presented under the cap¬ 
tion "Costs of acquisitions in excess of equity in net assets", has been reclassified, $571,000 to property 
accounts and $4,179,000 to identifiable intangible assets. The 1971 accounts presented herein have 
been restated to reflect this reclassification and applicable income tax adjustments. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


(5) Long-Term Debt 

Long-term 

Notes under revolving credit agreement payable in twelve equal 
quarterly installments beginning October 31, 1974 .... $ 9,600,000 


9.75% senior notes payable in semiannual installments of 

$133,000 from 1975 through 1991 . 4,400,000 

7 % sinking fund note payable due in annual installments of 

$265,000 until 1982 . 2,380,000 

7% notes, $1,320,000 payable in ten annual installments of 
$132,000 commencing in 1973, and $660,000 payable in 
installments of $68,000 annually commencing in 1973 with 

the final installment of $48,000 due in 1982 . 1,780,000 

7.85% notes due in installments ranging from $60,000 to 

$160,000 from 1976 through 1989 . 1,500,000 

7.15 % notes due in equal installments from 1973 through 1978 . 996,000 

4 % to 7.25 % notes maturing through 1979 . 980,000 


$21,636,000 


Current 

installments 

$ — 


265,000 


200,000 

199,000 
256,000 
$920,000 


The revolving credit agreement with four banks has an interest rate of 14 % in excess of the prime rate. 
Certain of the note agreements impose restrictions on the Company with respect to short and long-term 
debt and working capital levels. These restrictions are not expected to adversely affect the Company's 
operations. The 9.75% senior notes agreement also imposes restrictions on the payment of cash divi¬ 
dends. Unrestricted retained earnings amounted to $4,600,000 at December 31, 1972. 


(6) Income Taxes 

Current tax provision . 

Deferred taxes .... 
Amortization of investment credit 


1972 

$4,032,000 

(83,000) 

(80,000) 

$3,869,000 


1971 

(Restated—note 4) 

$1,752^000 

(129,000) 

(80,000) 

$1,543,000 


The relatively low effective tax rate in 1971 is due primarily to items of non-taxable income and income 
taxed at capital gain rates. 

The Company's consolidated tax returns have been examined by the Internal Revenue Service through 
December 31, 1970. 


(7) Pensions 

The Company and its subsidiaries have non-contributory pension plans covering substantially all em¬ 
ployees. Total pension expense aggregated $1,263,000 in 1972 and $1,074,000 in 1971. The actuarially 
computed value of vested benefits as of January 1, 1972 exceeded by an amount estimated to be 
$2,080,000 the sum of the pension fund assets, valued at cost, plus the balance sheet accrual for pensions. 

(8) Capital Stock 

There is authorized 250,000 shares of no par value cumulative preferred stock. During 1971, 60,000 
shares (adjusted to 59,667 shares in 1972) were issued for the purchase of Intracolor Corporation. Such 
shares are redeemable in whole or in part, at the option of the Company at $100 per share plus accrued 


dividends. 

Series 

Number 

of 

shares 

Amount 

Annual 
dividend 
rate per share 

Annual dividend 
rate increases to 
$10 per share on 

A 

19,667 

$1,967,000 

$5.25 

January 1, 1975 

B 

20,000 

2,000,000 

5.25 

January 1, 1976 

C 

20,000 

2,000,000 

5.25 

January 1, 1977 


59,667 

$5,967,000 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) 


There is authorized 4,000,000 shares of common stock with a par value of $5 per share. The changes in 
the issued and outstanding shares during 1972 are summarized as follows: AMitinna/ 


Issued _ Held in treasury paid-in 



Shares 

Amount 

Shares 

Amount 

capital 

Balance December 31, 1971 . 

2,181,364 

$10,907,000 

65,490 

$920,000 

$7,000 

Shares purchased . 

— 

— 

20,000 

498,000 

_ 

Shares sold under 
stock option plans . 

_ 

- 

(35,833) 

(581,000) 

1,000 

Balance December 31, 1972 . 

2,181,364 

$10,907,000 

49,657 

$837,000 

$8,000 


(9) Stock Options 

Under 1966 and 1970 Qualified Stock Option Plans, expiring in 1976 and 1980, options can be granted 
to officers and certain key employees to purchase 100,000 shares of the Company's common stock 
under each plan at prices not less than 100% of the market value on the date of grant. Options are exer¬ 
cisable on a cumulative basis between two and five years from the date granted. Under amendments to 
the plans adopted as of October 31,1972, subject to stockholders'approval, non-qualified options and stock 
appreciation rights may also be granted. Both non-qualified options and stock appreciation rights may 
be exercised for a period of up to ten years. 

Changes during 1972 in shares under option are summarized as follows: 


Price per share 



Range 

Average 

Shares 

Outstanding at December 31, 1971 

$10.63—22.25 

$16.88 

103,867 

Granted. 

21.75 

21.75 

1,500 

Exercised. 

15.44—18.56 

16.23 

(35,833) 

Lapsed . 

15.44—16.75 

16.57 

(17,000) 

Outstanding at December 31, 1972 

10.63—22.25 

17.57 

52,534 


At December 31, 1972, options for 18,032 shares at prices from $10.63 to $22.25 (average $17.49) per 
share were exercisable and 108,500 shares were available for grant. 


(10) Lease Commitments 

The Company is committed under long-term leases expiring on various dates to 1991 for certain real 
estate and production facilities. Leases provide for average annual rentals of $1,700,000. In addition, 
related expenses such as insurance, taxes and maintenance are generally paid by the Company. Included 
are leases covering plants and equipment owned by Company pension trusts with average annual rentals 
of $786,000 and renewal options at substantially lower rentals. The major remaining plant leases contain 
renewal options ranging from 5 to 25 years. 


Accountants' Report 

THE BOARD OF DIRECTORS AND STOCKHOLDERS 
CROMPTON & KNOWLES CORPORATION: 

We have examined the consolidated balance sheet of Crompton & Knowles Corporation and sub¬ 
sidiaries as of December 31,1972 and the related statements of earnings and retained earnings and changes 
in financial position for the year then ended. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests of the accounting records and such 
other auditing procedures as we considered necessary in the circumstances. 

In our opinion, such financial statements present fairly the financial position of Crompton & Knowles 
Corporation and subsidiaries at December 31,1972, the results of their operations and the changes in their 
financial position for the year then ended, in conformity with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 

January 24, 1973 # 

Newark, New Jersey 
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Record of Growth- 

10 years ended December 31, 1972 




1972 

1971 

1970 

Operations Net sales. 

. $121,686,000 

79,276,000 

77,482,000 

Earnings before income and state taxes 

. $ 

7,990,000 

3,795,000 

5,616,000 

United States, foreign and state income taxes . 

. $ 

3,869,000 

1,543,000 

2,460,000 

Net earnings. 

. $ 

4,121,000 

2,252,000 

3,156,000 

Net earnings as a per cent of sales 


3.4 

2.8 

4.1 

Dividends paid on common stock .... 

. $ 

1,705,000 

1,693,000 

1,711,000 

Depreciation. 

. $ 

1,814,000 

1,790,000 

1,739,000 


Financial 

Current assets. 

. $ 53 , 036,000 

53,700,000 

39,073,000 

Position 

Current liabilities. 

. $ 14 , 123,000 

17,213,000 

15,339,000 


Working capital . 

. $ 38 , 913,000 

36,487,000 

23,734,000 


Ratio of working capital. 

3.8 

3.1 

2.5 


Long-term debt . 

Capital expenditures (excluding amounts 

. $ 21 , 636,000 

22,552,000 

8,484,000 


acquired from acquisitions and facilities 
sold and leased back from pension trusts) . 

. $ 1 , 006,000 

1,767,000 

3,884,000 


Stockholders' equity. 

. $ 45 , 552,000 

43,399,000 

36,885,000 


Other 

Per share of common stock: 




Statistics 

Net earnings . 

. . . $ 1.79 

1.04 

1.48 


Dividends paid . 

o 

00 

</> 

.80 

.80 


Working capital . 

. . . $ 18.25 

17.19 

11.22 


Stockholders' equity .... 

. . . $ 18.57 

17.68 

17.44 


Average shares outstanding 

. . . 2,130,707 

2,115,724 

2,138,999 


Net earnings as a per cent of common 

stockholders'equity at beginning of year . . 10.2 6.0 8.8 


CROMPTON & KNOWLES CORPORATION AND SUBSIDIARIES 
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1969 


84,852,000 

7,612,000 

3,968,000 

3,644,000 

4.3 

1,691,000 

1,769,000 


36,485,000 
13,519,000 
22,966,000 
2.7 

7,330,000 


2,052,000 

35,908,000 


1968 


76,011,000 
6,670,000 
3,656,000 
3,014,000 
4.0 

1,652,000 
1,511,000 


36,666,000 

14,580,000 

22,086,000 

2.5 

7,309,000 


2,986,000 
33,123,000 


1967 


66,120,000 

4,675,000 

2,346,000 

2,329,000 

3.5 

1,636,000 

1,373,000 


32,708,000 
11,625,000 
21,083,000 
2.8 

3,769,000 


1,440,000 

31,629,000 


1966 


66,143,000 

5,889,000 

2,966,000 

2,923,000 

4.4 

1,605,000 

1,291,000 


31,637,000 

11,559,000 

20,078,000 

2.7 

4,062,000 


1,971,000 

30,237,000 


1965 


62,002,000 
6,925,000 
3,767,000 
3,158,000 

5.1 

1,385,000 

1,221,000 


28,738,000 
9,430,000 
19,308,000 
3.0 

4,556,000 


1,978,000 

28,858,000 


1964 


52,354,000 

6,346,000 

3,655,000 

2,691,000 

5.1 

1,164,000 

1,167,000 


26,544,000 
8,228,000 
18,316,000 

3.2 

5,070,000 


1,445,000 
28,180,000 


1963 


45,581,000 

5,507,000 

3,249,000 

2,258,000 

5.0 

1,158,000 

1,098,000 


24,237,000 
7,519,000 
16,718,000 

3.2 

5,384,000 


1,293,000 

26,549,000 


1.69 

.80 

10.68 

16.70 

2,152,999 

11.0 


1.46 

.80 

10.68 

16.02 

2,064,536 

9.5 


1.13 

.80 

10.24 

15.36 

2,060,186 

7.7 


1.46 

.80 

10.03 

15.11 

2,002,970 

10.1 


I. 59 
.70 

9.66 

14.44 

1,981,128 

II. 2 


1.39 

.60 

9.30 

14.31 

1,940,384 

10.1 


1.17 

.60 

8.68 

13.78 

1,929,932 

8.8 


Amounts per share are stated after appropriate adjustments for the stock split 
effective March 29, 1966 and for the number of shares held in treasury. 
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